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On  January  2,  1974  the  Regional  Rail  Reorganization  Act  of  1973  (the 
Act)  became  law.  Among  other  things,  the  Act  provides  for  the  reduction  of 
the  delay  and  uncertainty  presently  surrounding  rail  abandonment  proceed- 
ings. The  potential  effect  of  the  Act  on  the  number  of  rail  abandonments  in 
the  near  future  was  indicated  by  the  report,  Rail  Service  in  the  Midwest  and 
Northeast  Region  (prepared  by  the  Department  of  Transportation) ,  which  sug- 
gested that  nearly  25  percent  of  the  region's  railroad  route  mileage  is 
potentially  excessive.  Although  the  more  recently  released  Preliminary 
System  Plan  prepared  by  the  United  States  Railway  Association  recommends  sub- 
stantially fewer  miles  of  abandonment,  the  major  thruBt  of  the  Act  (and  other 
recently  proposed  rules  )  is  one  of  substantial  increase  in  rail  abandonment 
activity  as  compared  to  past  years.  One  obvious  result  of  this  increased 
rail  abandonment  activity  Is  the  loss  of  rail  service  for  many  communities. 

Testimony  by  shippers  and  civic  leaders  at  the  public  hearings  held  by 
the  Rail  Services  Planning  Office  suggests  that  many  communities  that  might 
lose  rail  service  will  face  severe  adverse  economic  consequences — both  in 
the  short  run  and  long  run.  The  primary  purpose  of  this  paper  is  to  present 
the  findings  of  the  actual  effects  of  rail  abandonment  upon  communities 


The  Interstate  Commerce  Commission  has  proposed  a  34-car  rule  as  prima 
facie  evidence  of  justification  for  abandonment.  Any  line  that  originates  and/ 
or  terminates  less  than  34  cars  per  mile  per  year  is  presumed  to  be  uneconomic. 
(Ex  Parte  No  274  [Sub.  no.  1])  The  D.O.T.  suggested  that  traffic  less  than 
one  million  gross  ton  miles  per  mile  of  line  is  prima  facie  evidence  that 
abandonment  is  justified.  Either  of  these  rules  would  increase  the  rate  of 
abandonment  of  rail  routes,  which  has  been  occurring  at  approximately  1,000 
miles  per  year  during  the  past  ten  years. 
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formerly  served.  There  are  several  major  aspects.  How  drastic  have  the 
economic  effects  of  rail  abandonment  been  on  communities  losing  rail  ser- 
vice? What  characteristics  of  a  community  (degree  of  isolation,  industry 
mix,  etc.)  are  the  most  important  in  determining  the  severity  of  the  effects? 
What  kinds  of  activity  are  affected  the  most  by  loss  of  rail  service? 

This  paper  hopefully  will  shed  light  on  these  questions  by  first , review- 
ing several  studies  recently  undertaken  by  the  co-authors  and  others  on  the 
effects  of  actual  abandonment.   Secondly,  recent  studies  of  potential  effects 
of  proposed  abandonment  will  be  summarized.   Finally,  conclusions  about  the 
actual  effects  of  abandonment  and  generalizations  about  the  characteristics 
of  transport  in  an  area  affecting  the  significance  of  abandonment  will  be 
developed  from  the  studies  reviewed. 

I.   REVIEW  OF  STUDIES  ON  EFFECTS  OF  ACTUAL  RAIL  ABANDONMENT 

Though  differing  somewhat  in  purpose,  scope  and  methodology,  all  of  the 

following  studies  were  directly  interested  in  analyzing  the  actual  effects 

of  rail  abandonment  upon  communities. 

The  Simat,  Helllesen,  and  Eichner,  Inc.  Study,  1973. 

This  study,  conducted  for  the  United  States  Department  of  Transportation 

in  1973,  reviewed  the  allegations  and  predictions  the  various  shippers  made 

at  the  public  hearings  involving  ten  branch-line  abandonments  and  compared 

them  with  the  actual  consequences.  Most  of  the  abandonments  took  place  in 

the  mid-sixties  and,  therefore,  sufficient  time  had  elapsed  for  the  economic 

consequences  to  unfold  by  the  time  the  researchers  investigated 

the  actual  consequences.  One  of  the  major  conclusions  reached  was  that 


Simat,  Helliesen  and  Eichner,  Inc.   "Retrospective  Rail  Line  Abandon- 
ment Study."  Final  Report,  revised.   Report  submitted  to  U.S.  Department 
of  Transportation,  Office  of  the  Secretary.  Unpublished  report, 
Simat,  Helliesen  and  Eichner,  Inc.,  Boston,  1973  (mimeographed). 


although  several  marginal  firms  were  forced  out  of  business  by  rail  abandon- 
ment, most  firms  survived  and  prospered. 

Several  of  the  more  important  specific  conclusions  reached  were  as  follows: 
1.  h  Se^ eral  of  the  abandoned  cc  munities,  industrial  growth  ostensibly 
had  been  stagnated  as  a  result  of  the  loss  of  rail  service.  For  example, 
the  Clay  County  Realty  Company,  organized  in  mid-1965  (when  rail  service 
existed  )»  to  bring  industry  to  Fort  Gaines,  Georgia,  invested  $55,000  in  a 
298  acre  industrial  site.  No  industry  could  be  attracted,  however,  due  mainly 
to  the  absence  of  rail  service.   In  another  community,  Oneco,  Conneticut,  a 
manufacturer  of  a  high  quality  paper  board  product  was  forced  to  cancel  its 
expansion  plans  when  it  lost  its  rail  service.   The  up-to-date  check  on  Oneco 
indicated  a  lack  of  any  significant  economic  development  since  the  time  of  the 
abandonment . 

2.  Transport  costs  did  increase  for  almost  all  the  shippers  that  were 
using  rail  at  the  time  of  abandonment.   Receivers  of  feed  and  fertilizer 
faced  additional  transport  cost  of  $2  to  $3  per  ton— with  several  of  these 
firms  being  forced  out  of  business  as  a  result  of  the  higher  transport 

costs.  The  resulting  necessary  double  handling  of  lumber  raised  the  cost  per  box 
car  by  several  hundred  dollars  in  several  communities.   In  nearly  all  cases, 
the  loss  of  rail  service  forced  the  firm  to  haul  its  goods  to  and  from  the 
nearest  rail  transshipment  point.   Trucking  the  items  directly  from  the 
source  or  to  the  destination  apparently  was  a  feasible  alternative  for 
only  a  few  firms. 

3.  The  shippers  that  lost  rail  service  but  were  able  to  prosper  had 
market  positions  that  permitted  them  to  shift  forward  their  increased 
shipping  coBts  to  their  customers,  or  shift  backwards  to  the  members  of  the 
co-operatives — which  was  the  case  for  many  grain  elevators.  Coal  dealers 
were  unable  in  almost  all  cases  to  pass  on  the  additional  cost,  and  their 


profit  margins  did  not  permit  an  absorption  of  increased  transportation 
costs.   In  general,  larger  organizations  were  better  able  to  adjust  to 
and  absorb  the  increased  shipping  costs  due  to  rail  abandonment. 

4.   In  the  majority  of  cases,  I  le  shippers  predicted  fairly  accurately 
the  effects  of  rail  abandonment  on  their  business  operations. 

The  Ben  Allen  Study. 

A  study  by  the  co-author  of  this  paper,  undertaken  in  1974  as  a 

doctoral  dissertation  in  Economics  at  the  University  of  Illinois,  examined 

1 
and  evaluated  the  actual  effects  of  abandonment  on  ten  communities.  The 

ten-community  sample  permitted  the  study  of  communities  which  had  a  broad 
range  of  circumstances  with  respect  to  location,  size,  and  time  of  abandon- 
ment. The  states  represented  in  the  sample  were  (communities  abandoned  indi- 
cated in  parentheses):  Texas  (Kerrvllle,  Yorktown) ;  Oklahoma  (Drumright, 
Sulphur);  New  York  (Walton,  Delhi);  Michigan  (Gladwin);  Tennessee  (Livingston); 
Missouri  (Eldorado  Springs)  and  Iowa  (Waukon) .   The  range  in  population 
(1970  census  figures)  for  nine  of  the  communities  was  between  approximately 
6,000  and  2,000,  with  Kerrvllle  having  a   population  of  12,672.  All  of  the 
lines  were  abandoned  after  1957  excpnt  for  Livingston,  which  lost  its 
rail  service  in  1934,  With  the  exception  of  Walton  and  Livingston,  these 
communities  were  at  the  endpoints  of  branch  lines  of  major  rail  systems. 
Walton  was  on  the  main  line  of  the  New  York,  Ontario  and  Western;  Livingston 
was  on  the  endpoint  of  the  Tennessee,  Kentucky  and  Northern  Company,  a 
seventeen-mile  railway  company. 

The  study  was  broken  down  into  three  basic  research  problems,  estimat- 
ing the  effect  of  rail  abandonment  on:   (1)  the  intra-  and  interregional  trans- 
portation costs;  (2)  the  primary,  secondary,  and  tertiary  activities  in  the 
community  in  the  short  run;  and  £3)  the  long-run  economic  development  of  the 
community. 


B.  J.  Allen,  The  Economic  Effects  of  Rail  Abandonment:  A  Case  Study , 
unpublished  Ph.D.  dissertation,  University  of  Illinois,  Urbana,  1974. 


The  conclusions  of  the  study  with  respect  to  the  effect  of  rail  aban- 
donment on  transportation  costs  were  as  follows: 

1.  The  major  increases  in  transportation  costs  were  felt  by  shippers 
and  receiver 3  dealing  in  fertilizer  feed,  lumber  and  coal — products  with 
characteristics  best  suited  for  rail  transport.  With  only  a  few  exceptions, 
coal  dealers  were  unable  to  survive  the  higher  trucking  costs.  For  example, 
a  coal  dealer  in  Gladwin  had  to  pay  an  additional  shipping  cost  of  $3  per 
ton  of  coal  as  a  result  of  the  loss  of  rail  service,  which  he  was  unable  to 
absorb  or  pass  on  to  his  customers.   In  communities  where  feed  and  fertilizer 
were  important  inbound  shipments,  the  typical  increase  was  $2  per  ton  for 
both  feed  and  fertilizer. 

2.  Inventory  costs  were  reduced  when  shippers  were  forced  to  switch 
from  rail  to  trucks.   In  many  cases,  these  inventory  costs  became  extremely 
important  as  the  time  of  abandonment  drew  closer  because  the  frequency  of 
rail  service  decreased  as  the  time  of  abandonment  approached  in  most  com- 
munities. With  increased  frequency  of  service  and  smaller  minimum  load 
requirements  of  trucking,  some  firms  producing  higher  value  products  found 
that  the  reduction  in  their  inventory  costs  nearly  matched  the  increment 

in  their  direct  transport  shipping  costs. 

3.  In  the  communities  under  study,  which  were  heavily  unbalanced  in 
favor  of  inbound  traffic,  the  major  expenses  of  firms  losing  rail  service 
were  the  one-time  expenses  that  resulted  from  having  to  rearrange  the 
systems  of  handling  incoming  goods.   These  additional  costs  Included 

costs  for  building  necessary  warehouses  at  the  nearest  rail  transshipment 
point,  constructing  unloading  docks  at  the  plant  that  were  suitable  for 
trucks,  and  hiring  additional  men  required  for  the  double  handling  of  goods 

(from  boxcar  to  truck,  from  truck  to  plant). 

The  main  conclusions  reached  concerning  the  short-run  effects  on  the 

communities  themselves  were: 


1.  With  the  exceptions  of  Delhi  and  Walton,  the  communities  endured 
very  little  adverse  employment  effects   as  a  result  of  rail  abandonment. 
The  Camp  Milling  Company  in  Walton,  having  milling-in-transit  privileges 
from  the  railroad,  laid  off  thirty  employees  as  a  result  of  the  rail  aban- 
donment. Apparently,  this  lay  off  affected  retail  sales  for  a  short  period 
of  time  in  Walton.   Delhi  lost  the  International  Stock  Food  Corporation  due 
to  the  impending  rail  abandonment,  though  the  workers  could  transfer  to  the 
plant's  new  location,  also  in  New  York  state.   In  general,  the  effects  were  mini- 
mal because  most  communities  had  large  unbalances  of  traffic  in  favor  of 
incoming  goods.   Farmers,  who  were  the  recipients  of  most  of  these  incoming 
goods,  such  as  fertilizer,  were  simply  forced  to  pay  the  higher  prices — 
especially  if  no  community  still  served  by  rail  was  nearby.  Cutting  back 
production  and /or  laying  off  workers  were  either  not  feasible  or  economical 

for  these  farmers.  The  communities  with  manufacturing  firms  exporting  their 
product  by  rail  suffered  little  because  the  firms  were  either  able  to  absorb 
or  pass  on  the  higher  cost  of  trucking  (in  some  cases  the  costs  of  truck- 
ing were  not  significantly  higher,  especially  when  inventory  costs  were  con- 
sidered.) In  the  case  of  Drumright,  it  was  obvious  that  the  economic  decline 
of  the  community  preceded  rail  abandonment. 

2.  Most  of  the  communities  lost  tax  revenues  as  the  result  of  losing 
the  rail  property,  but  the  tax  revenue  lost  was  not  a  significant  amount  when 
compared  to  the  total  tax  collections.  Walton  and  Delhi  had  not 

been  able  to  collect  property  taxes  from  the  New  York,  Ontario  and  Western 
for  the  twenty  years  preceding  the  actual  abandonment. 

Conclusions  were  hard  to  come  by  with  respect  to  the  long-run  effects 
on  the  communities  which  had  been  abandoned  for  at  least  ten  years.   For 
example,  Livingston  has  had  stagnation,  rapid  increase,  slight  decrease,  and 
an  increase  (in  that  order)  of  its  population  since  losing  its  rail  service 


in  1934.   In  general,  the  study  concludes  that  consumers  and  producers  who 
had  purchased  the  products  shipped  in  by  rail  continued  to  purchase  these 
items  after  abandonment  in  the  same  community  despite  the  higher  prices 
resulting  from  the  rail  abandonment.   In  several  instances,  feed  dealers  and 
lumber  dealers  in  nearby  communities  still  served  by  rail  were  able  to  cap- 
ture some  of  the  business  from  the  community  losing  service.        x 

It  should  be  noted  that  in  a  number  of  cases,  the  abandoned  community 
lost  out  to  another  community  still  served  by  rail  (in  several  cases  to 
neighboring  communities)  as  a  location  site  for  a  firm.  Though  it  would  be 
merely  conjecture  to  estimate  the  total  number  of  firms  lost  by  these  com- 
munities due  to  the  lack  of  rail  service,  it  would  be  safe  to  conclude  that 
there  was  a  reduction  in  the  attractiveness  of  the  community  as  a  location 
site  for  industry. 

An  Early  Canadian  Study. 

In  1968  a  study  was  made  of  the  effects  of  abandonment  of  two  rail  lines 
in  Saskatchewan  and  Manitoba  serving  wheat  elevators.  All  elevators  on  the 
two  lines  were  immediately  abandoned  after  the  rail  lines  were  discontinued, 
and  a  roughly  equivalent  expansion  took  place  in  capacity  of  elevators  on 
the  adjacent  lines.   One  of  the  latter  was  not  considered  a  candidate  for 
abandonment  and  the         expansion  took  the  form  of  permanent  elevator 
capacity,  while  the  expansion  in  capacity  of  the  other  nearby  line,  which  was 
being  considered  for  possible  abandonment,  took  the  form  of  temporary 
additions  to  space.   The  net  effect  was  to  concentrate  the  handling  of  grain 
in  larger  centers,  but  with  no  measurable  economies.  The  uncertainty  about 


D.  Zasada,  "The  Probable  Effects  of  the  Application  for  Railway 
Branch  Line  Abandonment  on  the  Grain  Elevator  Industry,  Canadian  Farm 
Economics,  Vol.  3  (April  1968),  pp.  20-23. 
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the  future  of  the  second  nearby  line  was  a  serious  factor  in  deterring 
investment  in  elevators  on  the  line. 

In  a  Btudy  of  the  decline  of  communities  in  Saskatchewan,  H.  R.  Fast 
makes  the  observation  that  many  communities  in  that  province  have  deteriorated 
despite  the  retention  of  rail  service,  while  some  have  prospered  even  though 
they  never  had  rail  service. 

The  Rutland  Study. 

The  331-mile  Rutland  Railroad  discontinued  service  September  26,  1961 
as  the  result  of  a  strike  and  was  formally  abandoned,  with  I.C.C.  approval, 
in  1962.   This  was  a  pioneer  New  England  railroad,  parts  having  been  built 
in  the  1840s.   It  extended  northward  from  connections  with  the  New  York 


H.  R,  Fast,  "Changing  Conditions  in  Rural  Saskatchewan,"  Canadian 
Farm  Economics.  Vol.  7  (June  1972 J,  pp.  8-19.  


Central  at  White  Creek,  New  York  and  with  the  Boston  and  Maine  at  Bellows 
Falls  via  Rutland  to  Burlington,  Vermont,  and  thence  west  to  Ogdensburg, 
New  York.  A  substantial  portion  of  the  traffic  was  bridge  traffic;  thiB  had 
help  up  reasonably  well,  but  the  originating  and  terminating  traffic  had 
declined  steadily,  largely  due  to  diversion  to  motor  carriers,  and  while 
the  road  managed  to  cover  operating  expenses,  it  was  not  able  to  cover 
taxes  and  interest  on  equipment  obligations  for  the  past  twenty  years, 
except  for  three.  Following  a  series  of  labor  disputes,  the  decision  was 
made  to  abandon. 

A  detailed  study  was  made,  under  the  auspices  of  the  Boston  University 
Bureau  of  Business  Research,  of  the  factors  leading  to  abandonment  and 
the  impact  of  the  abandonment.  The  study  concluded  that  the  abandonment 
added  substantially  to  transportation  costs  of  a  number  of  shippers  and 
resulted  in  some  location  readjustments,  but  had  little  effect  on  employ- 
ment, except  for  the  railway  employees,  or  upon  economic  development  of  the 
area — partly  because  other  railroads  were  available  for  most  shippers,  partly 
because  of  the  substantial  diversion  of  traffic  to  trucks  prior  to  abandon- 
ment. No  town  with  population  in  excess  of  3,000  was  left  without  rail 
service — except  Bennington  (pop.  14,000),  Middlebury  (pop.  6,532),  and 
Brandon  (pop.  3,697) — but  many  individual  shippers  were  left  without  rail 
sidings. 

More  specifically,  the  study  concluded: 

1.  A  total  of  365  employees  lost  their  jobs,  and  some  retired  pre- 
maturely. A  year  later,  62  were  still  unemployed.   The  skilled  workers  were 
the  ones  who  had  the  greatest  difficulty  in  finding  reemployment. 


C.  A.  Theodore  and  F.  S.  Doody,  The  Economic  Impact  of  the  Discontinuance 
of  the  Rutland  Railway »  Boston:  Boston  University  Bureau  of  Business 
Research,  1966  (raimeo). 
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2.  There  was  no  measurable  effect  on  nonrailroad  employment . 

3.  Additional  transport  costs  to  shippers  totalled  $840,000  In  1962, 
fell  to  $735,000  In  1963  as  more  satisfactory  adjustments  were  made;  and  to 
$300,000  in  1964  as  operation  of  major  portions  of  the  railroads  were 
resumed  by  two  new  companies. 

4.  The  primary  effect  was  upon  shippers  of  high  bulk,  low  value  com- 
modities; livestock  and  poultry  feed;  lumber;  paper;  coal.  Lumber,  feed, 
arid  coal  dealers  were  able  to  pass  the  burden  on  to  consumers  except  where 
they  were  in  direct  competition  with  firms  located  on  other  railroads. 
Several  coal  dealers  sold  out  to  competitors  on  rail  lines;  seven  feed 
dealers  closed  down,  unable  to  compete.  Manufacturers  selling  in  national 
markets  were  forced  to  absorb  the  additional  cost,  but  this  did  not  prove  to 
be  significant  except  for  one  firm,  a  specialty  paper  products  manufacturer. 
Small  fuel  oil  dealers,  on  the  other  hand,  found  that  when  they  shifted  to 
trucks,  their  transport  costs  fell,  with  better  quality  service. 

The  abandonment  of  the  road  had  very  little  effect  on  truckers,  particularly 
common  carriers,  since  most  of  the  rail  traffic  was  of  a  bulk  nature  and 
continued  to  move  by  rail.  The  only  trucking  involved  was  to  and  from  the 
nearby  sidings. 

Thus,  the  overall  impact,  while  significant  for  some  firms,  was  minimized 
by  the  availability  of  other  railroads  relatively  close  by  and  by  the  limited 
industrialization  of  the  area. 

In  1964  the  state  of  Vermont  purchased  the  line,  and  operations  were 
resumed  over  two  major  portions,  the  Bennington-Burlington  segment  by  the 
Vermont  Railway  and  the  Rutland-Bellows  Falls  portion  by  the  Green 
Mountain.   Both  have  continued  to  operate  successfully. 


In  1972,  the  Vermont  handled  9,910  carloads  (virtually  all  interline 
traffic),  compared  to  12,200  interline  carloads  on  the  entire  system  in  1961. 
The  operation  of  the  Vermont  Railway  is  described  in  the  Report  to  the  Federal 
Railroad  Administration >  Short  Line  Techniques  to  Improve  Financial  Viability 
of  Light  Density  Lines  of  Ma|or  Railroads  (Washington,  1£74). 
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1 
The  Union  Pacific's  Grass  Valley  Line, 

In  1974,  a  study  was  made  by  the  co-author  of  this  paper  of  the  effects 
of  the  abandonment  of  the  Union  Pacific's  branch  line  in  Oregon  extending 
from  Biggs,  on  the  Columbia  River,  52  miles  to  Kent,  and,  prior  to  1942, 
17  additional  miles  to  Shaniko.  The  line,  completed  in  1900,  initially 
carried  a  substantial  portion  of  through  traffic  to  central  Oregon,  but 
following  the  construction  of  direct  lines  to  Bend  in  1911  depended  upon 
local  traffic,  primarily  wheat.  The  entire  county  had  a  population  of 
only  2,321  in  1940,  and  2,139  in  1970,  but  shipped  substantial  quantities 
of  wheat — about  1,800  cars  a  year,  virtually  all  moving  to  Portland  for 
export  to  the  far  east.  The  portion  of  the  line  between  Kent  and  Shaniko, 
with  the  lightest  traffic,  was  abandoned  in  1942,  The  remainder  continued 
to  carry  the  wheat  traffic  and  was  marginally  profitable.  Request  for 
abandonment  came  in  1965  following  destruction  of  8  miles  of  track  by  a 
severe  flood.   The  line  did  not,  in  fact,  operate  following  the  flood. 

The  results  of  the  study  were  as  follows: 

1.  One  of  the  two  principal  grain  cooperatives  commenced  to  truck  to 
the  Columbia  and  ©hip  by  barge  to  Portland,  at  cost  slightly  less  than  the 
previous  all  rail  rate.   Investment  in  elevator  facilities  at  the  river  was 
required.   The  cooperative  nearest  to  the  Columbia  continues  to  ship  by 
rail,  trucking  the  grain  from  the  country  elevators  to  an  elevator  on  the 
Union  Pacific's  main  line,  at  a  cost  only  slightly  more  than  the  previous 
all  rail  movement.   Thus,  the  net  effect  upon  the  country  elevators,  the 
movement  of  grain,  and  farmers'  incomes  have  been  negligible,  and  perhaps 
even  beneficial,  in  leading  of  one  of  the  co-ops  to  develop  facilities 


J.  F.  Due,  A  Case  Study  of  the  Effects  of  the  Abandonment  of  a  Railway 
Line  —  Sherman  and  Wasco  Counties,  Oregon  (University  of  Illinois  College 
of  Commerce  Working  Paper  #205/1974). 
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for  shipping  by  barge.   The  absence  of  significant  effect  was  the  product 
of  two  circumstances:  the  availability  of  water  transport  with  a  truck  haul 
no  more  than  45  miles,  and  the  fact  that  rates  on  wheat  from  points  on  the 
line  were  not  blanketed  for  all  Sherman  county,  but  rose  as  the  distance  from 
Portland  increased.  The  rate  differentials  were  slightly  less  than  the  costs 
of  trucking  to  the  river,  but  the  lower  cost  of  barge  shipments  more  than 
offset  this  differential. 

2.  Effects  on  inbound  traffic  were  nominal;  most  petroleum  and  ferti- 
lizer, which  once  moved  by  rail,  were  being  trucked  from  the  river  even  before 
abandonment.  There  was  a  slight  increase  in  cost  of  bringing  feed,  but  this 
was  negligible  in  total. 

3.  Other  effects  on  the  county  were  slight.  There  is  no  industrial 

development  and  not  likely  to  be  any— although  the  loss  of  the  railroad 

precludes  such  a  possibility.  There  was  apparently  a  small  net  loss  in 

employment;  the  area  lost  some  $9,000  in  taxes — a  very  small  percentage  of 

total  taxes;  and  additional  investment  was  required  in  county  roads.  The 

towns  in  the  area  had  been  declining  steadily  in  population,  and  loss  of  the 

railroad  was  in  a  sense  one  more  blow—psychologically  if  not  otherwise. 

Shaniko,  the  original  terminous,  perhaps  suffered  the  most  seriously;  with 

the  end  of  the  railroad  the  elevator  and  the  warehouse  were  abandoned,  and 

the  community  has  virtually  reached  ghost  town  status.  Kent,  the  terminous 

in  later  years,  is  not  far  behind.  Sherman  County  is  a  prosperous  farming 

area  but  one  with  continuing  deterioration  of  the  towns. 

The  Arvin  Bunker  Study  (Illinois  and  Iowa). 

A  study  by  Arvin  Bunker,  undertaken  as  a  doctoral  dissertation  in  Agri- 
cultural Economics  at  the  University  of  Illinois  and  summarized  in  the  U.S.D.A. 
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submission  to  the  Senate  Committee  on  Agriculture  and  Forestry  in  1975,  was 
concerned  with  two  abandoned  lines,  a  95-mile  line  of  the  Chicago  and  North- 
western (formerly  Minneapolis  and  St.,  Louis)  extending  from  Oskaloosa,  Iowa  to 
KeithBburg,  Illinois,  abandoned  in  1971,  and  a  branch  of  the  Rock  Island 
extending  from  Menlo  to  Guthrie  Center,  Iowa,  14  miles,  abandoned  1969.  Bunker 
sought  to  analyze  the  effects  of  the  abandonment  on  grain  elevators,  fertilizer 
and  farm  supply  dealers,  and  agriculture.  He  concluded  that  the  loss  of  the 
Keithsburg  line  had  little  or  no  effect  on  grain  elevators  since  virtually  all 
grain  was  already  being  trucked,  from  points  up  to  90  miles  distant,  to  the 
Mississippi  for  shipment  by  barge.  The  loss  of  the  Guthrie  Center  line,  for 
which  water  transport  as  a  substitute  was  not  available,  did  adversely  affect 
the  elevators.  Those  losing  rail  service  declined  relative  to  those  retain- 
ing rail  service,  and  they  no  longer  shipped  to  distant  points,  being  con- 
fined to  local  markets.  In  both  areas,  a  relative  shift  from  grain  to  live- 
stock production  occurred;  in  the  first  this  could  not  be  attributed  to  the 
loss  of  the  rail  line,  but  in  the  second  the  loss  of  the  line  probably  had 
some  influence. 

The  study  revealed  a  greater  effect  upon  fertilizer  distribution. 
Dealers  on  the  Keithsburg  line  did  receive  fertilizer  by  rail;  they  shifted 
to  sources  nearer  by  when  they  lost  rail  service,  but  their  business  was  not 
affected  seriously.  On  the  Guthrie  Center  line,  fertilizer  dealers  were 
seriously  affected,  experiencing  up  to  $6  per  ton  additional  cost.  Three 
of  these  dealers  quit  business,  while  those  retaining  rail  service  exper- 
ienced an  increase  in  business.  Typically,  the  fertilizer  continued  to  move 


U.  S.  Department  of  Agriculture,  for  the  Committee  on  Agriculture  and 
Forestry,  United  States  Senate,  Effects  of  the  Proposed  Northeast-Midwest 
Rail  Reorganization  on  Rural  Areas  (Washington,  1975). 
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by  rail,  with  an  addition*!  coat  of  $1.50  a  ton  to  transfer  it  from  rail  to 
a  truck  and  a  cost  of  four  to  eight  cents  a  ton  mile  to  truck  it  to  the 
place  of  business. 

The  overall  net  effect  on  agriculture,  therefore,  was  very  limited  on 
the  Keithsburg  line,  located  close  to  water  transport,  and  of  some  magni- 
tude on  agriculture  in  the  Guthrie  Center  area,  but  with  no  major  impact 
on  agricultural  development.  The  chief  impact  was  on  fertilizer  dealers, 

with  some  adverse  effect  on  grain  elevators. 
The  M. I.T.  Study  by  County 

In  a  report  prepared  in  the  Department  of  Civil  Engineering  at  M. I.T. 

for  the  Department  of  Transportation,  an  attempt  was  made  to  measure  the 

overall  effects  upon  development  of  the  loss  of  rail  lines  by  taking  a 

sample  of  nine  counties  that  had  lost  rail  service  and  comparing  their 

growth  with  a  control  set  of  nine  more  or  less  equivalent  counties  that 

had  not  lost  rail  lines.   The  sets  of  counties  were  located  in 

North  Carolina,  Georgia,  Arkansas,  Missouri,  Oklahoma  (2),  Texas,  Michigan, 

and  Minnesota.   The  measures  of  development  used  were  percentage  changes 

in  bank  deposits,  value  of  farm  products,  value  added  in  manufacturing, 

employees  in  manufacturing,  net  capital  expenditure,  retail  sales,  and 

wholesale  sales.   The  conclusion  reached  was  that  there  was  no  evidence  to 

reject  the  hypothesis  that  those  counties  losing  rail  service  did  not 

experience  less  development  than  those  that  retained  rail  service. 


J.  Sloss,  T.  J.  Humphrey,  and  F.  N.  Krutter,  An  Analysis  and 
Evaluation  of  Past  Experience  in  Rationalizing  Railroad  Networks, 
M.I.T.  Report  R74-5A  Department  of  Civil  Engineering,  M.I.T.,  Cambridge, 
Mass.,  February  1975. 
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Analysis  of  Longer  Period  Effects. 

Most  of  the  studies  of  the  effc  ts  of  abandonment  have  been  concerned 
with  the  effects  immediately  following  abandonment.  One  of  the  very  few 
studies  of  effects  over  longer  periods,  in  addition  to  that  of  Livingston, 
Tennessee  noted  above,  has  been  made  by  the  co-author  of  this  paper 

involving  analysis  of  the  impact  of  the  abandonment  of  four  lines,  three  in 

1  2 

Nevada  and  one  in  Oregon,  all  discontinued  between  25  and  35  years  prior 

to  the  dates  of  the  study.   Longer  period  effects  are  more  difficult  to 

quantify  than  more  immediate  effects.  But  it  is  possible  to  reach  some 

tentative  conclusions.  The  four  lines  studied  were  all  independent  roads 

rather  than  branch  lines  of  major  systems,  and  all  had  suffered  serious 

traffic  loss.   In  three  instances,  declining  mining  activity  had  played  a 


J.  P.  Due,  "Long  Term  Effects  of  Abandonment  of  Railway  Lines,'1 
University  of  Illinois  College  of  Commerce,  Working  Paper 
#  247,  1975. 

2J.  F.  Due,  "  A  Case  Study  of  the  Effects  of  the  Abandonment  of  a 
Railway  Line— Sherman  and  Wasco  Counties,  Oregon,"  University  of  Illinois 
College  of  Commerce,  Working  Paper  #205,  1974,  pp.  44-50. 
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major  role  in  the  loss  of  traffic,  and  in  all  four,  substantial  traffic  had 
been  lost  to  motor  carriers.   The  lines  were  (towns  left  without  rail  ser- 
vice indicated  in  parentheses):  Virginia  and  Truckee  (Carson  City;  Minden- 
Gardnerville,  Nevada);  Nevada  Copper  Belt  (Yerington  and  shipping  points  in 
the  Smith  Valley);  Tonopah  and  Goldfield  (Tonopah;  Goldfield,  Nevada);'  Great 
Southern  (Dufur,  Oregon). 

The  conclusions  of  the  study  are  as  follows: 

1.  The  overall  effect  on  the  development  of  the  communities  during 
the  last  three  decades  was  limited.  All  towns  except  Tonopah  and  Goldfield, 
primarily  dependent  upon  mining,  have  increased  in  population  since  1940, 

although  extraneous  factors — particularly  the  tourist  industry — have  played 
a  major  role  in  Carson  City's  growth.  Traffic  on  these  lines  was  limited 
at  the  time  of  abandonment,  and  most  of  the  remaining  traffic-primarily 
petroleum  products,  cattle,  and  hay- — was  of  types  readily  taken  over  by 
trucks.   The  hauls  were  relatively  short,  little  traffic  going  farther 
than  California.  Loss  of  railroad  employment  was,  however,  a  final  factor 

leading  to  the  decimation  of  Goldfield. 

2.  The  effects  of  rail  abandonment  upon  agriculture  were  negligible. 

Loss  of  a  line  was  shown  to  have  little  effect  when: 

a.  An  area  is  almost  entirely  a  producer  of  feeder  cattle,  raised 
on  locally  produced  hay  (the  Carson  Valley). 

b.  An  area  primarily  produces  hay,  either  fed  to  cattle  locally  or 
shipped  to  feed  lots  or  dairy  farms  located  within  a  250-mile  radius 
(Mason  and  Smith  valleys). 

c.  Markets  for  other  agricultural  products  are  located  within  250 
miles  (the  Carson,  Mason  and  Smith  Valleys). 
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d.  An  area  producing  export  grain  is  located  close  to  water 
transport  (Dufur). 

e.  Grain  for  cattle  is  obtainable  from  sources  within  250  miles — 
southern  Idaho  in  the  case  of  the  Smith  and  Mason  Valleys.   If  grain  must 
come  from  longer  distances,  higher  costs  result. 

3.  Loss  of  rail  service  did  not  prevent  the  development  of  light 
industry  of  an  electronics  nature  in  Carson  City  and  Minden,  the  firms 
shipping  almost  entirely  in  LTL  amounts. 

4.  Loss  of  rail  service  has  prevented  the  development 

of  wholesale  distribution  activity  requiring  rail  service.  The  Reno- 
Sparks  area  on  the  Southern  Pacific  has  experienced  substantial  development 
of  warehousing  and  wholesale  distribution  activity  in  recent  years,  and 
Fallon,  also  on  a  rail  line,  is  seeking  this  development.  Such  develop- 
ment is  impossible  for  points  no  longer  on  rail  lines. 

The  Nevada  Department  of  Economic  Development  reports  that  three-fourths 
of  all  inquiries  received  about  possible  location  in  the  state  indicate 
a  requirement  for  direct  access  to  rail  service. 

5.  Loss  of  rail  service  has  resulted  in  higher  transport  costs  for 
mining  operations,  and  may  have  deterred  some  revival  of  gold  and  silver 
mining.   The  most  obvious  case  of  added  transport  costs  involved  the 
mining  and  processing  operations  of  Anaconda  Copper 

near  Yerington.   Six  years  after  the  abandonment  of  the  Nevada  Copper 
Belt,  Anaconda  commenced  to  mine  and  process  copper  at  Weed  Heights, 
on  a  site  adjacent  to  the  Copper  Belt  right  of  way.   The 
concentrate  is  trucked  to  Wabuska,  12  miles,  for  transfer  to  rail  cars 
for  shipment  to  the  smelter  in  Anaconda,  Montana.   The  trucking  cost  is 
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substantially  greater  than  the  cost  of  rail  operations  would  be.   Sulfur 
and  other  materials  must  be  trucked  from  Wabueka,  at  similar  cost. 
The  loss  of  the  rail  line  has  not  prevented  the  development  of 

magnesium  and  lithium  mining  in  central  Nevada  but  hafe  in  some  instances 

affected  costs  adversely.   It  is  believed  by  persons  knowledgeable  about 

gold  and  silver  mining  in  Nye  and  Esmeralda  counties  that  the  lack  of  a 

railroad  has  checked  the  revival  of  mining  of  these  two  metals. 

5.  Abandonment  of  the  Great  Southern  resulted  in  the  building  of 

lumber  mills  in  places  (Tygh  Valley,  Maupin)  almost  certainly  less 

suitable  than  those  available  if  the  railroad  had  been  retained.   The 

present  mills  do  not  have  direct  rail  access  and  must  truck  their  output 

to  rail  sidings  at  added  cost  (Maupin  is  on  a  railroad,  but  in  a  deep 

gorge  where  the  mill  could  not  be  located). 

In  the  Nevada  area,  the  present  sawmill,  in  Gardnerville,  is  relatively 

small  scale  and  limited  in  markets  to  California  and  export  trade; 

transport  costs  would  have  been  lower  with  rail  service. 

II.  STUDIES  OF  PROJECTED  EFFECTS  OF  POTENTIAL  ABANTDNMENTS 
A  second  set  of  studies,  all  made  since  1972,  seek  to  ascertain  the 
likely  effects  of  proposed  abandonments.   Information  on  such  effects  is 
also  provided  by  the  Rail  Services  Planning  Office  summary  of  hearings 
held  on  proposed  abandonments  in  the  northeast. 


Anaconda  considered  rebuilding  the  rail  line  but  did  not  do  so  in 
the  belief  that  the  ore  body  would  last  only  ten  years.   The  company  now 
regrets  the  decision;  operation  continues  and  will  for  some  years  yet. 
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1 
The  Iowa  Study,  1973. 

In  1973,  several  agencies  of  thp  state  of  Iowa  undertook  a  joint  study 
of  the  effects  of  the  potential  abandonment  of  two  lines  in  that  state,  a  branch 
of  the  Chicago  and  Northwestern  extending  44  miles  from  Parkersburg  to 
Clutier  in  northeast  Iowa,  and  a  49-mile  branch  of  the  Burlington  Northern 
extending  from  Creston  to  Cumberland  in  southwest  Iowa.  Abandonment  had 
not  been  proposed  for  either  line,  but  revenues  and  costs  were  such  that 
a  loss  was  shown  from  operation.  Data  on  costs  and  revenues  were  obtained 
from  the  railroads,  and  on  volume  and  costB  by  rail  and  by  truck  from  the 
shippers  on  the  lines.  Six  types  of  benefits  from  retention  of  the  rail 
line  were  considered:  lower  transport  costs;  lower  storage  and  handling 
costs;  property  tax  revenue;  new  industry  potential;  fewer  highway  accidents; 
and  wages  of  railroad  employees.  There  are  no  gains  from  lower  transport 
costB  by  rail  on  the  Parkersburg  line  because  of  the  availability  of  low  back 
haul  rates  for  moving  grain  to  Illinois  offered  by  steel  truckers.  On  the 
Cumberland  line,  the  additional  costs  would  be  incurred  primarily  in  the  move- 
ment of  grain  and  fertilizer;  the  cent  differential  is  about  4c  a  bushel  on 
grain,  $3  a  ton  on  fertilizer. 

The  study  concluded  that  retention  of  both  lines,  by  a  direct  subsidy, 
is  warranted,  considering  both  the  costs  and  benefits. 

An  incidental  point  of  significance  noted  in  the  study  is  that  in  the 
1967-70  period,  of  the  153  towns  in  Iowa  under  3,000  population  gaining  new 
industry,  only  nine  were  not  served  by  a  railroad. 


State  of  Iowa,  Office  for  Planning  and  Programming,  Iowa  Commerce 
Commission  and  Iowa  State  Highway  Commission,  Economic  Impacts  of  Railroad 
Abandonment  in  Iowa:  a  CaBe  Stutly,  Des  Moines,  Iowa,  1973. 
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The  Nebraska  Study* ~ 

A  study  waa  undertaken  by  the  Department  of  Agricultural  Economics  at 
the  University  of  Nebraska  of  the  effects  of  possible  abandonment  of  light 
traffic  lines  primarily  serving  grain  elevators  in  a  six  county  area  in 
south  east-central  Nebraska.  There  are  84  country  elevators  in  the  counties, 
which  handled  39  million  bushels  in  1970.   Three  alternatives  were 
considered:  abandonment  of  branch  lines  (25%  of  the  total  rail  mileage)  and 
concentration  of  shipments  from  sub  terminal  elevators  on  main  lines  in 
unit  train  quantities  (66%  of  the  grain);  retention  of  all  of  the  existing 
(1974)  track  and  shipment  at  single  car  rates;  and  upgrading  of  all  lines 

to  allow  shipment  in  100  ton  hopper  cars.   The  Iowa  state  methodology  was 

2 
utilized.   The  first  alternative  was  found  to  yield  the  maximum  returns, 

primarily  because  of  the  elimination  of  the  cost  of  maintaining  the  light 

traffic  lines  and  the  increased  use  of  unit  trains.   Retention  of  the 

present  system  was  the  second  best  option.   There  was  relatively  little 

difference — only  about  1%  of  total  returns  —  betx^een  these  two  alternatives. 

Additional  fuel  tax  revenue  would  co^er  additional  road  costs. 

The  general  conclusion  was  that,  given  the  circumstances  and  the 

feasibility  of  concentration  of  the  shipments  in  larger  elevators,  loss 

of  the  light  traffic  lines  would  not  have  undesirable  consequences.   The 

elevators  losing  rail  service  would  not  be  abandoned  but  would  become 

temporary  storage  elevators,  in  a  somewhat  less  advantageous  position. 


F.  D.  Gaibler  and  D.  G.  Anderson,  "Economic  Consequences  of  Abandoning 
Branch-Line  Railroads,0  Feedstuff s,  Vol.  47  (March  10,  1975). 

2 
An  Economic  Analysis  of  Alternative  Grain  Transportation  Systems: 

A  Case  Study,  Final  Report,  Iowa  State  University,  1971. 
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The  Purdue  Study  of  Benton  County,  Indiana. 

A  Btudy  was  undertaken  by  three  persons  associated  with  the  Department 
of  Agricultural  Economics  at  Purdue  University  of  the  effects  of  the 
potential  abandonment  of  an  18-mile  segment  of  the  Penn  Central's  Chicago- 
Danville  line,  extending  from  K.entland  via  Sheff  to  Handy,  in  Benton  County, 
Indiana.   This  line  w&b  noted  as  potentially  excess  by  the  original  DOT 
plan  for  restructuring  the  northeast  railroads  (but  included  by  USRA  in 
its  Preliminary  Plan) . 

The  line  provided  the  sole  rail  service  to  two  major  grain  elevators, 
large  enough  to  ship  in  unit  trains.   In  1973,  885  cars  (primarily  corn) 
originated  on  the  line  (mostly  to  the  East  Coast  for  export)  and  29  cars 
of  fertilizer  terminated. 

The  study  reached  the  following  conclusions  about  impact  of  abandonment: 

1.  Primary  impact  would  be  upon  the  moving  of  corn,  with  a  total 
increase  in  transport  costs  and  thus  reduced  income  to  the  farmers  of 
about  $440,000  if  the  corn  moved  to  destination  by  truck,  $259,000  if  moved 
by  truck  to  the  nearest  rail  line  e'ievator  and  thence  by  rail.   The 
magnitude  of  the  loss  is  much  greater  than  it  would  otherwise  be  because  of 
the  availability  of  unit  train  rates.   The  additional  cost  equals  14c 
a  bushel  on  all-truck  movement,  9c  rail-truck.   The  loss  might  be  somewhat 
less  as  some  farmers  would  find  it  advantageous  to  sell  to  nearby  markets 
instead  of  for  export. 


D.  Rausch,  L.  F.  Schrader,  and  0.  C.  Doering,  Evaluating  Rail 
Services  to  an  Agricultural  County — A  Case  Study  in  Benton  County, 
Indiana, Purdue  University  Agricultural  Experiment  Station  Bulletin  71, 
West  Lafayette,  Indiana,  February  1975. 
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2.  The  additional  cost  for  fertilizer  (trucking  from  rail  point) 
would  be  about  $1  a  ton,  or  $2,900  in  total. 

Higher  maintenance  costs  on  roaas  would  be  more  or  less  offset  by 
higher  fuel  taxes. 

The  overall  conclusion  was  that  economic  activity  would  not  be 
destroyed  but  net  incomes  would  be  reduced  by  a  significant  amount. 
Elevators  would  operate,  but  at  reduced  return  on  investment.  The  study 
also  concluded  that  the  shippers  and  the  farmers  would  be  better  off  to 
preserve  the  rail  line  by  taking  it  over  and  operating  it  than  to  allow  it 
to  be  abandoned. 

The  U.S.D.A.  Survey  for  the  Senate  Committee  on  Agriculture 

In  1975,  the  U.S.D.A.  completed  for  the  Senate  Committee  on  Agriculture 
and  Forestry  a  survey  of  the  potential  effects  of  loss  of  rail  lines  on 
shippers  in  100  stations  on  lines  labelled  as  "potentially  excess"  under 
the  D.O.T.  plan  for  restructuring  the  northeast  railroads.  Of  the  100 
stations,  rail  users  were  found  at  53,  and  information  obtained  through  a 
telephone  survey  of  Federal  employees  in  the  area  and  contact  with  the  rail 
using  firms  (27).  About  one-fourth  of  the  tonnage  of  the  outbound  shipments 
and  three- fourths  of  the  inbound  shipment*,  mostly  fertilizer,  at  these 
stations  were  made  by  rail.  The  conclusions  reached  were: 

1.  Rural  development  would  suffer  very  little  from  the  abandonment  of 
theBe  rail  lines.   Some  communities  would  suffer  the  loss  of  potential  manu- 
facturing development,  but  numerous  other  communities  in  the  area  would  still 
have  rail  service. 


U.S.  Department  of  Agriculture,  for  the  Committee  on  Agriculture  and 
Forestry,  United  States  Senate,  Effects  of  the  Proposed  Northeast-Midwest 
Rail  Reorganization  on  Rural  Are^s  (Washington,  1975). 
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2.  Feed  and  fertilizer  dealers  now  using  rail  service  would  experience 
direct  financial  loss  or  loss  in  growth  potential.   Some  would  relocate. 
Estimates  of  higher  cost  include  figures  of  $10  to  $15  a  ton. 

3.  Grain  dealers  and  elevators  would  not  suffer  significantly,  as  truck 
and  truck -barge  alternatives  are  available.  The  trend  to  larger  elevators  is 
lengthening  the  typical  truck  haul  anyway. 

4.  Farmers  and  consumers  would  not  be  affected  significantly,  except  for 
some  increase  in  costs,  primarily  of  fertilizer.  Some  readjustment  in  agri- 
cultural output  would  occur. 

5.  Reference  was  made  to  other  U.S.D.A.  studies  Bhowing  that  most  of  the 
opposition  to  abandonment  would  be  eliminated  if  the  truck-rail  rates  would  be 
the  same  as  the  old  all  rail  rates;  and  that  while  rural  roads  would  require 
additional  outlays,  the  additional  tax  revenue  generated  would  more  than 
compensate. 

6.  A  substantial  number  of  shippers  indicated  willingness  to  pay  higher 
rates  to  retain  rail  service,  but  few  indicated  interest  in  becoming  involved 
in  actual  operation  of  the  railroads. 

The  Impact  Study  Summarized  in  the  U.S.R.A.  Preliminary  Plan. 

The  U.S.R.A.  Preliminary  System  Plan  for  the  northeast  railroads  contains 

some  discussion  of  the  community  impact  question  based  upon  a  study  made 
for  U.S.R.A.  entitled  Community  Impacts  of  Abandonment  of  Railroad 

Service.  This  study  develops  an  aggregate  model  for  analyzing  the  effects 

of  rail  abandonment  upon  communities,  and  applies  this  model  on  a  county 

basis,  estimating  the  total  increases  in  transportation  costs  in  industry 

and  in  agriculture  resulting  from  the  need  for  use  of  truck  instead  of  rail 


United  States  Railway  Association,  Pi-pHm-tnary  Syntem  Plan.  Vol.  2, 
Appendix  J  (Washington,  1975).  ,s'r 
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transport,  based  on  the  relative  costs  of  the  two  modes.   The  consequent 
aggregate  effects  on  employment,  payrolls,  value  added  and  nonlabor  income 
are  then  ascertained  and  expressed  ub   percentages  of  the  total  magnitudes  in 
the  county.   The  key  results  are  the  percentage  changes  in  employment  and 
in  wages  resulting  from  abandonment  and  total  increased  transport  costs  as  a 
percentage  of  income. 

The  conclusions  of  the  study  are  that  the  net  impact  is  extremely  small, 
in  almost  all  counties,  as  a  percentage  of  the  total  magnitudes  in  the 
counties.  Most  of  the  impacts  do  not  exceed  one-half  of  one  percent;  in 
only  32  of  510  countieB  did  any  of  the  magnitudes  fall  more  than  2  percent; 
in  only  15  did  real  income  fall  as  much  as  1  percent. 

Data  were  then  gathered  locally  for  a  sample  of  counties  to  see  if 
local  analysis  would  improve  the  results.   The  results  of  these  surveys  were 
very  similar  to  those  produced  by  the  model  employing  aggregate  data  based 
on  national  production  characteristics.   The  "local"  model  embodies  features 
of  the  individual  firms'  own  production  characteristics.   The  study  also 
concluded  that  energy  and  environmental  changes  produced  by  abandonment  would 
be  minor.   This  approach,  of  course,  does  not  isolate  effects  on  particular 
shippers  or  communities  in  a  county. 

Information  from  the  R.S.F.O.  Hearings. 

As  provided  for  by  the  Rail  Reorganization  Act  of  1973,  the  Rail 
Services  Planning  Office  of  the  Interstate  Commerce  Commission  held  hearings 
in  1974  throughout  the  states  affected  by  the  restructuring  of  the  northeast 
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railroads,  and  published  a  summary  of  these  in  three  volumes.   While  the 
statements  at  the  hearings  must  be  discounted  because  the  persons  involved 
are  presenting  a  case  for  retention  of  the  lines,  the  volumes  nevertheless 
give  some  indication  of  the  types  of  economic  activity  most  likely  to  be 
seriously  affected.  For  this  paper  one  state,  Indiana,  was  selected  because 
of  its  diverse  agricultural,  mining,  and  manufacturing  activity,  and  a 

v 

summary  of  the  hearings  statements  is  given  below: 

1.  A  large  number  of  firms,  associations,  and  the  like  presented 
testimony  about  the  higher  transport  costs  that  would  result  from  abandonment 
of  the  rail  lines;  these  would  be  reflected  in  reduced  farm  incomes, 
higher  prices  to  consumers,  some  relocation  of  industry,  and  loss  of  invest- 
ment.  Several  fields  of  activity  predominated: 

a.  Grain  elevators.  The  most  numerous  protests  came  from  grain 
elevators,  stressing  the  higher  coat  of  truck  transport.  Many  elevators 
have  been  shipping  partly  by  truck,  partly  by  rail,  because  of  shortage  of 
boxcars  and  were  able  to  present  precise  data  about  relative  transport  costs. 
Those  shipping  by  unit  train  would  experience  the  sharpest  increases  in  costs. 

b.  Fertilizer  plants.  The  fertilizer  dealers  typically  bring  phosphate 
from  Florid",  potash  from  Saskatche  an  and  New  Mexico,  As  truck  costs  would 
be  prohibitive  for  the  entire  move,  loss  of  rail  sidings  would  necessitate 
rehandling. 

c.  Coal.   Southern  Indiana  produces  a  substantial  volume  of  coal, 
mainly  used  for  electric  power  generation,  and  rail  shipments  are  essential 
from  a 'cost  standpoint. 


The  Public  Response  to  the  Secretary  of  Transportation  Rail  Services 
Report  (Washington,  1975). 

The  Rail  Services  Planning  Office  has  also  prepared  a  detailed  Guide  for 
Evaluating  the  Community  Impact  of  Rail  Service  Discontinuance  (Washington, 
January  1975)  for  use  by  communities  in  deciding  whether  to  seek  to  preserve 
existing  rail  service. 
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d.  Lumber.  Most  lumber  comes  from  the  Pacific  Northwest  by  rail, 
and  rehandling  would,  therefore,  be  necessary  at  added  cost. 

e.  Paper,  for  newspapers  and  for  industrial  use,  much  of  which  comes 
from  Canada  at  relatively  low  rail  *-ates,  and  rehandling  would  be  necessary. 

f.  Materials  used  in  manufacturing.  A  large  number  of  manufacturing 
firms  testified  as  to  the  need  for  rail  service  for  materials  coming  in, 
often  over  long  distances.  The  foundry  and  casting  plants  were  among  those 
most  concerned;  others  included  producers  of  glass,  mobile  homes,  tires  and 
other  rubber  products,  paper  board  and  other  products  using  fibers,  asbestos 
products,  and  various  chemicals. 

g.  Products  of  manufacturing  plants.  Some,  but  less,  concern  was 
expressed  about  the  loss  of  rail  service  for  outbound  shipments;  many  of 
these  are  already  moving  by  truck,  which  is  more  competitive  than  on  bulk 
items;  and  the  lines  involved  do  not  have  any  large  manufacturing  firms 
shipping  by  rail  in  quantity.  Among  firms  concerned,  however,  were  pro- 
ducers of  steel  wire,  television  set  cabinets,  bus  bodies,  and  popcorn, 
in  addition  to  those  noted  below  in  (2). 

h.  Wholesale  grocery  firms,  bringing  food  products  from  distant 
points. 

2.  A  second  group  of  firms  indicated  that  various  shipments  could  not 
be  made  by  truck  because  of  size  and  weight  limitations.  There  were  two 
principal  groups: 

a.  Electric  power  companies,  shipping  large  generators  and  transformers 
and  poles. 

b.  Several  types  of  manufacturers:  of  structural  steel  beams;  pollu- 
tion equipment  for  factories;  various  types  of  industrial  equipment  and 
and  machinery;  and  some  farm  machinery. 

3.  There  was  much  complaint  against  loss  of  direct  routes  and  of  ser- 
vice by  more  than  one  road,  by  shippers  who  would  retain  some  rail  service. 
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Particular  concern  was  expressed  in  Indiana  over  the  loss  of  direct  routes 
between  northern  and  central  Indiana,  and  between  Indianapolis  and  Louisville. 
A.   A  number  of  communities  tb^t  had  developed  or  were  developing  indus- 
trial parks  stressed  the  effect  of  abandonment  in  seriously  curtailing 
further  industrial  development. 

III.   CONCLUSIONS 

The  primary  conclusion  that  can  be  drawn  from  these  various  impact 
studies  is  that  the  overall  effects  of  the  abandonment  of  rail  lines  in  the 
past  have  been  relatively  limited,  due  to  the  availability  of  motor  trans- 
port, in  some  instances  water  transport,  or  a  combination  of  the  two.   The 
effect  on  employment  has  not  generally  extended  beyond  the  loss  of  the 
jobs  of  the  railroad  employees,  and  there  Is  little  evidence  of  restriction 
of  community,  agricultural,  light  industry  or  other  development.   But  it  mum- 
be  kept  in  mind  that  virtually  all  abandonments  in  the  past  have  been  of 
submarginal  lines — ones  handling  relatively  little  traffic — and  the  poten- 
tial injury  has  been  limited.   Even  so,  the  abandonments  have  resulted  in 
losses  to  certain  business  firms,  which  have  been  forced  to  quit  or  relo- 
cate, or  have  experienced  slower  growth.   Future  development  of  types 
requiring  rail  service  have  been  effectively  barred. 

Adverse  Effects. 

More  specifically,  the  effects  can  be  summarized  as  follows: 

Communities.   The  communities  left  without  rail  service  have  for 
the  most  part  continued  to  grow;  there  is  no  evidence  that  the  loss  of  the 
rail  line  slowed  growth,  although  of  course  in  some  instances  the  growth 
might  have  been  greater  if  the  rail  line  had  remained.   Communities  that 
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have  declined  in  population  were  declining  anyway,  often  for  the  same 
reasons  that  the  rail  traffic  had  declined.  Only  in  one  instance, 
Goldfield,  Nevada,  did  the  abandonment  of  rail  service  significantly  add 
to  the  decimation  of  a  declining  town,  because  the  office,  shop,  and  train 
crew  personnel  made  up  a  large  portion  of  the  remaining  employees  in  the 
town. 

Agriculture.  There  is  no  evidence  of  any  restriction  on  agricultural 
development,  although  there  is  limited  evidence  of  change  in  type  in  one 
case  (cash  grain  to  livestock).   Farmers,  however,  did  experience  some 
decline  in  net  earnings  because  of  higher  feed  and  fertilizer  costs  and 
in  some  instances  reduction  in  returns  from  crops. 

The  effects  on  agriculture  were  greatest  for  producers  of  commodities 
such  as  grain  shipped  in  bulk  over  long  distances,  and  those  using 
fertilizer  brought  long  distances.  The  effects  were  negligible  for 
dairy  farmers  and  feeder  livestock  producers,  and  cattle  feed  lot  operators 
if  the  feed  supply  was  available  locally  or  from  nearby  areas. 

Agri-business.  There  were  noticeable  effects  on  types  of  business 

related  to  agriculture.  Except  for  wheat  elevators  on  the  Manitoba  and 

Saskatchewan  lines,  the  elevators  have  remained  in  business,  but  they  have 

changed  the  nature  of  their  operations,  selling  into  nearby  markets  or 

serving  as  intermediate  storage  centers  prior  to  shipment  by  water  or 

transfer  to  subterminals  for  shipment  by  unit  train,  and  their  expansion 

has  been  curtailed. 

Fertilizer  and  feed  dealers  have  often  been  adversely  affected,  unless 

supplies  were  available  locally  or  water  transport  was  close  by.  Most 

fertilizer  comes  long  distances  by  rail  at  low  rates,  and  transfer  costs 
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are  substantial.  Thus  some  dealers  have  quit  or  relocated  on  nearby 
rail  lines.  Some  feed  mills  benefitting  from  MIT  rates  were  forced  to 
close. 

Other  Dealers.  Coal  dealers  were  drastically  affected;  this  was  a 
declining  activity  anyway,  and  those  losing  their  rail  sidings  were 
typically  forced  to  quit. 

Lumber  dealers  located  over  a  few  hundred  miles  from  sources  of  supply 
experienced  higher  costs  and  loss  of  business  to  dealers  still  on  rail 
lines. 

Petroleum  product  dealers,  on  the  other  hand,  were  not  affected;  most 
gasoline  and  other  petroleum  products  were  already  being  trucked  and  any 
remaining  amounts  were  easily  transferred  to  truck. 

Industry  and  Wholesale  Distribution.  The  loss  of  a  rail  line  has  not 
handicapped  the  development  of  light  industry,  such  as  electronics, 
receiving  and  shipping  entirely  in  small  quantities. 

On  the  other  hand,  abandonment  of  the  rail  line  has  resulted  in  a  few 
Instances  in  loss  of  industry  shipping  or  receiving  in  large  quantities  over 
substantial  distances,  and  in  inability  to  lure  new  industry  of  this  type. 
Effects  on  large  scale  wholesale  distribution  plans  are  similar.   Several 
specific  examples  were  found  in  the  studies.   This  thesis  is  reinforced 
by  two  sets  of  general  evidence:   the  Nevada  Department  of  Economic 
Development  report  that  three-fourths  of  all  inquiries  for  location  of  economic 
activity  in  the  state  require  rail  sidings,  and  the  Iowa  evidence  indicates 
that  virtually  all  new  industry  has  been  located  in  towns  having  rail  service. 
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Mining  and  Lumber  Production,  Loss  of  rail  service  has  not  prevented 
the  development  of  mining  operations,  but  it  has  resulted  in  substantially 
higher  transport  costs.  And  the  abidance  of  rail  service  is  believed  by 
experts  in  the  field  of  mining  to  have  significantly  deterred  smaller 
scale  mining  activity  in  some  areas. 

Sawmill  and  lumber  mill  locations  have  in  some  instances  been  less 
advantageous  than  they  would  have  been  if  the  rail  line  had  remained. 

Gains. 

In  some  instances  abandonment  of  the  rail  line  brought  certain  positive 
benefits  that  in  part  offset  the  losses.  Three  examples  can  be  given: 

1.  Some  firms  found  that  their  inventory  costs  were  less  because  of 
speedier  service,  and  in  a  few  instances  that  their  overall  transport 
costs  were  less. 

2.  Abandonment  stimulated  firms  to  make  a  change  to  use  water 
transport,  with  subsequent  lower  costs  once  the  initial  investment  was 
made.  The  instance  of  the  Moro  cooperative  in  Sherman  County,  Oregon, 
is  a  prime  example. 

3.  Concentration  of  grain  movements  into  a  smaller  number  of  larger 
elevators  allows  economies  in  overall  -grain  handling  and  transport  costs. 

Determinants  of  the  Actual  Effects. 

The  actual  effects  basically  depend  upon  the  relative  costs  of 
shipping  by  rail  vs.  the  costs  of  shipping  by  truck,  water,  or  truck-rail 
combination,  including  inventory  as  well  as  direct  transport  costs.  Among 
the  primary  influences  on  these  relative  costs  are  the  following: 
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1.  Nature  of  the  commodity.   Rail  costs  tend  to  be  lower  than  truck 
for  low  value  commodities  shipped  in  bulk,  over  long  distances,  in  excess 
of  perhaps  300  miles,  with  speed  not  particularly  important.  When 
distances  are  short,  speed  is  important,  and/or  the  commodities  are  of 
relatively  high  value  per  ton*  the  differential  will  be  slight,  and  truck 
costs  may  be  cheaper. 

2.  Costs  of  transference  of  the  produce  from  truck  to  rail — 
influenced  by  the  nature  of  the  product  and  the  suitability  of  piggyback 
operation,  which  greatly  reduces  costs  of  transference.   Oddly,  in  only 
one  instance  was  piggyback  service  utilized  to  replace  rail  service. 

3.  From  the  point  of  view  of  a  particular  firm,  whether  the  firm 
is  located  on  a  rail  siding  before  abandonment  or  not.   If  it  is  not  so 
located,  goods  must  be  rehandled  anyway,  and  all  that  is  Involved  is  a 
longer  truck  haul. 

4.  The  railroad  rate  structure,  from  a  geographical  standpoint.   If 
the  same  rates  apply  to  points  on  the  line  as  to  the  Junction  point  on 
the  main  line,  shippers  are  certain  to  experience  higher  transport  costs 
unless  the  traffic  can  move  the  entire  distance  by  truck — and  often  this 
is  not  economical.   If  rates  rise  with  distance  on  the  branch,  the  injury 
from  abandonment  is  much  less. 

5.  The  volume  of  shinments.   If  commodities  can  move  in  unit  train 
quantities,   the  rail  rates  are  substantially  lower  and  the  loss  from 
abandonment  much  greater. 

6.  Availability  and  significance  of  MIT  rates.   Milling  in  transit 
privileges  are  highly  important  in  feed,  flour,  and  lumber  milling,  and 
firms  losing  the  advantages  of  them  will  be  seriously  affected. 
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7.  The  availability  of  water  transport  and  the  distance  from  it.   If 
water  transport  is  suitable  and  located  within  50  to  75  miles,  there  may 
be  no  loss  from  abandonment  of  the  rail  line. 

8.  Distance  from  other  rail  lines.  One  discovery  from  these  studies 
is  that  a  high  percentage  of  movements  to  and  from  points  on  the  abandoned 
line  still  move  by  rail,  to  a  point  on  an  adjacent  line. 

9.  Inability  to  move  products  by  highway  because  of  weight,  length, 

and  height  restrictions,  at  least  without  special  permits  and  very  substantial 
added  costs.   Electric  power  companies  are  particularly  affected.   One  of 
the  lines  studied  was  retained  intact  after  common  carrier  service  was 
eliminated  solely  to  handle  power  company  equipment. 

In  summary,  given  these  influences,  principal  adverse  effects  of  the 
abandonment  of  rail  lines  have  been  found  with  the  following  forms  of 
activity: 

1.   Grain  elevators  not  located  close  to  water  transport.   They  may 
be  able  to  survive,  but  are  restricted  to  local  markets.   The  most  drastic 

effects  were  found  in  the  Canada  study. 

2.  Feed  dealers,  when  the  feed  or  ingredients  come  from  distant  points. 

3.  Fertilizer  dealers,  when  phosphate  and  potash  ingredients  are 
brought  in  from  distant  points  for  blending. 

4.  Lumber  mills  and  lumber  yards.  Lumber  mills  without  access  to 
rail  service  are  limited  to  local  (within  perhaps  200  miles)  markets  or 
suffer  higher  transport  costs;  lumber  yards  bringing  in  lumber  from  distant 
points  will  experience  higher  transport  costs. 
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5.  Coal  dealers*  This  activity  Is  now  very  limited;  early  abandon* 
ments  put  some  coal  yards  out  of  business.   Interestingly,  In  several  com- 
munities the  lumber  yard  dealers,  anxious  to  drop  the  non-profitable  coal 
business,  viewed  the  loss  of  rail  service  as  a  convenient  justification  for 
discontinuing  this  line  of  operation. 

6.  Paper  dealers  and  processors. 

7.  Manufacturers  bringing  In  supplies  In  bulk  from  distant  points, 
and,  to  a  much  lesser  extent,  manufacturers  shipping  their  products  by 
rail  to  distant  points.  Much  more  of  the  out-traffic  of  manufacturing 
plants  goes  by  truck  anyway.  No  large  scale  manufacturing  plants  shipping 
In  substantial  quantities  were  located  on  the  lines. 

8.  Wholesale  distribution  activities,  Including  wholesale  grocers, 

bringing  In  goods  over  substantial  distances. 

9.  Mining. 

The  following  activities  were  found  to  suffer  no  significant  effects 
from  the  loss  of  rail  lines: 

1.  Grain  elevators  located  within  50  miles  or  so  of  water  transport 
and  farmers  marketing  through  them. 

2.  Fertilizer  dealers  and  feed  mills  located  within  trucking  distance 
of  supplies  or  water  transport. 

3.  Dairy  farmers  and  livestock  producers,  particularly  of  feeder 
cattle,  but  Including  feed  lots  when  the  feed  can  be  obtained  by  water  and/ 
or  truck  from  sources  within  200  miles. 

4.  Hay-producing  areas. 

5.  Petroleum  shippers,  virtually  all  of  which,  for  retail  distribu- 
tion, now  use  truck. 

6.  Electronics  and  other  light  industry. 


33 


The  effects  upon  the  community  depend*  of  course,  upon  the  relative 
importance  of  the  adversely  affected  activities,  but  also  upon  the  railroad 
employment  in  the  community  compared  to  overall  employment  and  the  extent 
to  which  loss  of  railroad  jobs  is  offset  by  increases  in  other  employment 
opportunities,  and  upon  the  potentialities  for  industrial  and  distribution 
development.   To  many  communities  the  most  significant  effect  of  abandonment 
is  the  closing  of  the  door  to  future  industrial  and  wholesaling  activities 
of  a  type  requiring  rail  service. 
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